WATERBERG DISTRICT MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2011 


REVENUE 
Service charges 

Ifittrest earned - eiderna* tnwesimeni^ 
iniefBst earned - outstanding receivatiies 
Government and other grants 
Bad debts recovered 
Other mcome 

Total Revenue 


expenditure 

Employee rotated costs 
Remuneration of cour*d4tocs 
Post reUfwnent health care expenditjjfe 
Long'service award expenditure 
pfowsion for doubtful debt 

Depreciation, impannent and amortisation 
Repairs aivl matntenanoe 
Contraded services 
General expenses 
Project expenditure 

Total ExpendHure 

Loss on sale of assets 
Reversal Of impairment bes 

SURPLUS FOR THE YEAR 


Note 




3011 

2010 


R 

R 

17 

60r7«3 

833 918 

IS 

62SZSS3 

8 628145 

IS ’ 

30 095 

34 753 

20 

97 037 325 

m 075 424 


. 

1 446 


192 650 

116 773 


10« 130414 

101 **0 459 

21 

137050526) 

(32 171 368) 

22 

(3 034 510) 

(3 791 832) 

15 

{3«1«a) 

(469602) 

16 

(30*075) 

( 190978) 


(200*6) 

( 44 708) 

23 

(4 1»1 012) 

(3601 3361 


(401050) 

(406445) 

24 

(a306 »5«) 

IS 904 900) 

25 

(11 530 1 34) 

(11239 867) 


(18 0O7 7M) 

(21 267 295) 


WWSTTO) 

(79 lea 497) 

26 

(330403) 

(456 000) 

27 

3640 



10 307U1 

23 063 962 





Refer to Appendix E(1j for the compa^heon w«ti the approved budget 
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WATERBERG DISTRICT MUNICIPALITY 
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WATERBERG DISTRICT MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2011 



Note 

Mil 

A 

2010 

R 

CASH FLOW FROM OPERATING ACTIVITIES 




CuA rec«tfrt«: 

Sates of goods and s«iVioes 

Grants 

inlefesi f«ce»vecl 

Other recsifKs 


5B3W 
HIM 511 
S2«3 5«8 

175 17* 

750130 

89 869 448 

8 662 099 

115 394 

Paymanl*^ 

Emcitoyea costs 

Suppiters 

protect expefKliture 

Ftfo nghling oxcteodityro 

vai 

Other payvnents 


(415330541 
(0224 H3) 
(lOOee 340) 
(8730012) 
(340 ^5) 
(25778031 

(36 3t4 497i 
(10 296 420J 
(23 333 S16J 
(4 974 164> 

(1 154 om 
(3 38T335) 

Net cash flows from operittng actMttes 

2S 

M iSS T07 

19 937 »9 

CASH FLOW FROM INVESTING ACTTVmES 




Purchase d property, ptent end equipnieni 

Purchase d inlangltolB assets 

Proceeds on aaJe of propenif, ptent and eaulpfT>eni 
Proceeds recovery of investments 

Doaease/dncrease) In hekJ ti>maiuriiy invesunonts 
Decrease in tong term recdvePies 


Ce72»IC»5) 

{Bmn4) 

etiT 

3640 

4 01TT96 

(12 661 1T2> 

(94 70Q> 

35t OQO 

(1201397T) 

37 652 

Net cash flows from invssttfig sctlwttlss 



(24 360 997} 

Net Increase in net cash and cash equIvaltntB 


31Zf3 6U 

(4 443 046} 


Net cash and cash equivalents at baginnlng of year 
Nat cash jnd cash aquivalents at and of yaar 

30 


tir utm) 

lOi 111660 


(92 0«1 M) 

87 616 79 7 
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WATER8ERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 


%. BASIS OF ACCOtlMTING 

1,1 BASIS OF PRESENTATION 

The annual finanoal s^leinefite have been prepafedon an accrual ftasra of accourtting and are in 
accordance wrth histoocal ctasi convention, but some components are measured at fair value as 
indicated in subsequent accounting policy notes 

The financial statements have been prepared in accordance with StarKlards of Generally 
Recognised Accounting Practices (GRAPJ prescribfKl by the Mmtsief of Finance in terms of: 


• Government Notice 991 of 2005, tssued in Gowemmenf no. 23095 of 15 December 

2005, 

• Govemmonf Atofice 992 of 2006, issued in Govemmenf GaxeM rto 28095 of 15 December 
2005 and 

• Opvemment Notice 516 ol 2008. issued m Government Gazem no 31021 of 9 May 2008 

■ CovenwFteni Notice 80 of 2011, issued m Government Gazelle no 33991 of 2 February 
2011 


Tha effBClfvB standards comprise of the fbllovrtr>g 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies. Changes in Accounting Estiniates and Errors 

I GRAP4 

The Effects of Change in Foreign Exchange Rates 

‘’GRAP 5 

Borrowing Costs 

. GRAP'6 

ConsoUdated and Separate Financial Statements . 

GRAP 7 1 

i Investments m Associates 

GRAP 8 ^ 

! Interests in Joint Ventures 

GRAP 9 

’ Revenue from Exchange Transachons 

GRAP 10 

Financial Reporting m Hyperinflatloriary Economies i 

GRAP 11 

Construction Contiacts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

"GfWP 14 

Events Alter the Reporting Date 

GRAP 16 

1 Investment Property 

GRAP IT 

f Property, Piani and Eguipmer^t 

GRAP 19 

1 Proviskiris. Contingent LiabiWjes and Contingent Assets 

iGRAPldb 

n>Jon-cufTent Assets Hetd for Sie and Disoontinued Operations 

GRAP 101 

Agriculture 

i GRAP 102 

r intangibte Assets 


Directives and Guidefines form part of the GRAP Rapoiting Framework The AS0 Directives and 
GuideHnes apphcabte to Waterberg DlSflfict Munidtiatity compns© the folkjwmg: 


Directive 1 

Directtve 4 

Directive 5 
! Direclive? 


Repeal of Existing Transitiona* Provisions in, and Cofteequenhal Amendments 

to. Standards of GR AP _ _ _ 

Trafisitiona] Provisions for the Adoption of Standards of GRAP by Medium and 

Lo w Capa ci ty Mu nierpalitiTO 

0«4 ftrmirting the GRAP R eporhna Framew^^ 

The Application of Deemed C ost on ^.Adopton StarKlar ds of GR AP 


WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

1 . BASIS OF ACCOUNTING (continue 

1.1 BASIS OF PRESENTATION rcofmrrtwtig 

EffecWve accrual based IPSASs considering ttie provjsiofts in paragraphs 16 to IS of Diredwe 5 
applicable to Waterberg Dittrici Municipaltty cotnpilse the following 

FTpSAS 2 0 ~ r Relat ed Party Disclosufes I 

[ IP^AS21 1 imp airmeni of Non-cash gef>efati f>s assets ] 


Effectrve IFRSs and IFRICs that are applied conskleriog the provisions in paragraphs 21 lo 27 of 
Otredive 5 applicable lo Waterberg Disind Municipality comprise the following 


1 IFRS 7 

Financial Instrumenls: Disdosures 

1 

IAS 19 

1 Employee Benefits 1 

IAS 32 

Financial Irtetruments’ Presentation _ 

IAS 36 

Impairment of Assets 

1 IAS 39 

Financial Instniments, Recogrution and Measurement 

1 IFRIC4 ^ 

Deiarmining whether an Arrangement contains a Lease 


Accounting policies for material transactions, events or condibons nol covered by the above GRAP 
Standards have been developed in accordance with section 29 of ASB Directive 5 and paragraph 
12 of GRAP 3 


GAMAP 9 Revenue Section 29 to 54 pertaining to revenue from rates, fines, government grar^ls, 
other grants, donations received and levies are rwt yet withdrawn as GRAP 9 only applies to 
exchange revenue and GRAP 23 Revenue from non-exchange transachons is not yet effective 

The prindpal aocounling policies adopted in the preparation of these annual financial statements 
are set out below 

The accounting policies applied are consistent wnh those used m the previous financial year, 
unless explicitly slated 

Assets Habiltties, revenues arxJ expenses have not been offset except when offsetting m required 
or permitted by a Standard of GRAP 

1.2 STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standarcls have been issued but are not yet effective, but may be used In 
developir>g an accounting policy 

These standards are effective for financial years comn>encing on or after 1 April 2012 as published 
In Govammenf Nobce 80 of 201 1 , issued in Govemfxien/ GazeffO no 33991 of 2 Febniary 201 1 . 


GRAP 21 

Impairment of non-cash-generating assets 

GRAP 23 

Revenue from non-exchange transactions 

G^P 24 

Presentetion of Budget InforrrraliQr in Rnarrcial Statements 

GRAP 26 

1 

!' 

1 

1 

j 

GRAP 103 

Harjtaoe Assets 
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WATERBERG DISTRICT MUNICIPAUTY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

i , BAS JS OF ACCOU NTIfM* (cwtUnumd^ 

1,2 STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 


EFTect^ dates for the fioKowing stervdajds have eot yet been dirt ef mined 


1 CRAP 20 

Related Party Disclosures 

J 

^ GRAP 25 

Emolcwee Bene^fi 


~i^AP 104 

Fmanaal Instruments _ 

GRAP 105 

Transfer of functions between entities under common control . _ 

— 

GRAP 106 

TVmfar’nf fiinriiona between entfbes not under common control 


“^AP 107 

Mergers — 


Approved Standards of GRAP that entities are not required to apply : 

f^APIB I Se gme^ep o^^ 

The impact of GftAP standards issued btrt not yet effedivo on the finaedat statements of 
Waterberg District Municipatrty in the future are as follows 


GRAP ia - This does not deal with the accoynting ireatment of any particular transactiorr of 

but rrierel/ with the re-arrangefnent of informahon already presented and disclosed 
The impact on the muriidpality^fi nnancial statomemts woutd be minifnal. 

GRAP 20- Councillors arw* Board Members will be disclosed as related parties and norm^ 
supplier and/or dieni/recipient relationshtps art arms lengfh and wtthin normal 
operating parameters will not have to be separately disclosed 
GRAP 21 - Assessment at every reporting date whether there are indicators that any assets have 
been impaired ^ the measurement of impairment losses and reversal of impairment 
losses The impact would be mirwmai as impaifment testing is already being 

performed . 

GRAP 23- The method or recogntbon and measuremerit of revenue from non-exchange 
transactions, specifically mm and transfers The mumopeiitv does not have ta^ 
and the accounting policy for the disclosure and measurement of transfers 
implemented currently by the municipality already adheres to these requirements 

- Revenue Is recognized 10 the extent that condrtions have been met. 

- A liability is recognized lo the extent that the F^senl conditions have not yel been 

- An asset acquired through a non-exchange transaction is iniliaUy measured M its 
fair value as at the date of acquisition 

GRAP 24- A comparison of budget arto at^il amounts as addiiionaf bydgei cofumns In the 
pnmary fnancial statements eraj t disclosure note on the explanations of conges 
between the approved and final budgel is required The impact on the municdpahty^s 

financial statements would be minimal 

GRAP 25 - The Standard on Empfoyee Benefits will have no matenal irnpaci on the tinanaai 
statements of the municipality as the muniDpalrty is adhenng to IAS 19 and there is no 
material change from IAS19 to GRAP25 that is affecting this municipally 
GRAP 2d - Assessment at every reporting date whether there are indicators that any assets have 
been impaired, the measurement of impairmerrt losses arid reversal of impairment 
losses This Standard will be applicabte to the Abattoir assets and the mpact of this 
Standard would be minimal at this stage as the abattoir is curtenlly undergoing an 


upgrade. 

GRAP 103 -TNs Standard wHl have no impact on the munidpalrty as the municipality currently has 


no hentage assets 

GRAP 104 -The Standard on financial insfruments will have no matefial impact on the hnanciai 
statements of the murndpality as the municipality is adhering to iA532 and IAS39 and 
the changes from IAS32 and IAS39 to GRAP104 is net applicable to th® mumapaWy- 
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WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

t. BASIS OF ACCOUNTING (c^irtmumd} 

1 .2 STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE fcvtUtitivd} 

GRAP 105- The Standard will have no material impact on the financial statements of the 
municipality as the municipalily does rwi Nave functions transferred between entities 
under common control 

GRAP 106 - The Standard will have no material impact on the financial siaiements of lf>e 
municipality as the municipailty does not have functions transfemed beiweer> entitles 
under common oonlrol 

GRAP 107 - The Slarvdard will have no material impact on the financial staiemonts of the 
munictpahty as the mufiidpairty has no mergers 

The mwnicipaltiy shall apply these Standards of GRAP for annual financial siaternents covering 
periods beginning on or after a date to be determined by the Minister of Finance In a regulabon lo 
be putMistied in accordance with section Sl(l) (b] of the PubNc Finance Management Ad, Act No. 
1 of 1999. as amervded. 

1 .3 PRESENTATION CURRENCY 

These annual finandai statements are presented ir South African Rand, which is the functional 
cymency of the mymcipalfly. 

1.4 GOING CONCERN ASSUMPTION 

These annual financial statemenia have been prepared on the assumption thai me municipality will 
continue to operate as a going concern tor at least the ne)(t 1 2 monihs 

1.5 COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24. has been provided In an annexure to 
these financial statetnents and fomns part of the annual financial stalemenis. Budgeted 
amounts have been included m the annual financial statements for the current financial year 
only 

When the presentation or classification of rtems In the annuat finanoat statements is amefKied. 
prior period comparative amounts are restattid The nature and reason for the reclassrficafion is 
dEscfosed Where accounting errors have been identified in the cuneni year, the conection m made 
retrospectively as far as is pradicable. and the prior year Gomparatives are restated accordir^ly 
Where fhere has been a change in accounting policy in the current year, the adiustment is made 
retrospecUvely as far as is practicable, and the prior year comparatrves are restated accordingly 


2 RESERVES 

As GRAP 9 does not require that the below reserves be disclosed separalety on the Statement of 
Financial Position, they are disdosed as part of Accumulated Surplus And Other Reserves, but are 
disclosed separately on the Statements of Changes In Net Assets and nolo 20 

2.1 Gevemmont Grant Reserve 

When rtems of properly, plant and equipment are financed from government grants, a transfer is 
made from the accuriHilated surpkjs/(deficil) to the Govemmeni Grants Reserve equal to the 
Government Gram recorded as revenue in the Statement of Financial Performance. When such 
items of pfopeily, plant and equipment are depreciated, a transfer is made from the Government 
Grant Reserve to the accumylated surplus / (deficit). 

12 
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WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 3€ JUNE 2011 

2 RESERVES rcortwnuwfl 

2.1 Governmen! Gmiit Reaefve fcofitwKfwfl 

TYm purpose of this poiicy >s to promde community equity by eosunig that me Mum deprecialiDfi 
ejipeflsas thal wll be incurreP over Ihe useful li^ of govemmerit grant funded items of property, 
plant and equipment am offset from this reserve to the accumuteted surplus/ (deficit) 

When art item of property, plant and equipment financed from govemmeni grants la disposed, 
balance In the Government Grant Reserve relating to such item Is transfened to the accumulated 
surplus/ (deficit) 

2.2 Donation and Public Contributions Reaerve 

When (terns of property, plant and equipment ere financed from public conlrtbutlorta and 
donations, a transfer is made from the accumulated surplijs/(deflcrt) to the Donation and Public 
Ccnirlbutior^s Reserve equal to the donations and public contrtbultons nsconted as revenue In Ihe 
Statement of Financial Pertormanoe When such items of property, plant and aquipmerit are 
depreciated, a transfer is made from the Donations end Public Contnbutiofis Reserve lo Ihe 
accumulated surplus / (defrctt^. The purpose of this policy is to piomol© community equity and 
facilitate budgetary confrol by ensunng that sufficieni funds am set aside to offset the depreaation 
charges that will be incun^ over the estimated useful life of the item of property, plant arte 
equipment fmancod from donations and putiUc contributions 

When an item of property, plar^ and equipr^eni. financed from Donations and Pubic Contributions 
is disposed, the balance in the Donations and Public Contributions Reserve retating to such item is 
transferred to the accumulated surplus / (deficrt). 


3 PROPERTY, PLANT AND EQUIPMENT 
3,1 Initial recognition 

Property, plant and equipment are tangible non-oinent assets that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, end are 
expected to be used dunng more than one year. Items of property, plant end equipment are initially 
recognised as assets on acquisition date and are initially recorded at cost The cost of an item of 
property, plant and equipment is the purchase price and other costs attnbutable to bring Ihe assel 
to the location and condition necessary for it to be capable of operating In the manner intended by 
the myniclpalrty Trade discounts and rebates am deducted in arriving at the cofil 

Where an asset is acquired by the municipairty for no or nominal constoeration (i.e. a non^ 
exchange iransactionK the cost is deemed to be equal to the fair value of that asset on the date 
acquired 

Where an rt wn of property, plant and equipment is acquired tn exchange for a non monetaiv asset 
or monetary assets or a combmation of monetary and non-monetary assets, the asset acquired is 
initially measured at fetr value (the costj If the acquired Item's fair value vv»s not determinabte. <ts 
deemed cost is the cenying amount pf the asset(s) given up 
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WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

1 PROPERTY, PLANT AND ECHJIPMENT (continuw^ 

3*2 Subft«qu«m measurement - cost model 

Subsequent to iniUal recogniton* items of property, plant and oquipnnent are measoied at cost less 
accumulated depieciatJon and impalnneni. Land and artwork are not depreciated as it is deemed 
to have an indefinite useful life 

Subsequerit expenditue is caprtaftsed wtien it incy^eases the capacity of future econofmc benefits 
associated with the asset. 

Where the munictpaiHy replaces parts of an asset It derecognizes the part of the asset being 
replaced and capitalizes the new component Subsequent expenditure incurred on an asset is 
capitaltzed when it increases the capaaty or future economic benefits associated with the asset 

3.3 Depreciation and fitipairment 

Depreaation Is calcutaled on cost minus the residual value, using the straight-Une method, over 
the estimated useM lives of the assets The annual cfepreclation rates are based on the following 
estimated asset lives 

Years 


Sins and Containers T 

Buildings and Facilities 7 lo 30 

Computer Equipment 5 to )0 

Emergency Equipment 5 

FuffMiure and Fittings T to 15 

Motor Vehicles T to !0 

Office Equipment 5 to 10 

Plant and Equipment 4 to 1 0 

Specialized vehicles 10 


The municipaNty has taken advantage of the transitional provisions provMled m GRAP 17 Property, 
Plant arto Equipment whereby m lerms of Section 77 of Directrve 4 municipalities are not required 
to measure propafty. plant ar>d equipment for reporting penods beginnir>g on or after a date wilhin 
three years following the date of initial actophon of the Standard of GRAP on Property, Plant and 
Equipment GRAP 17 was iniliatty adopted on 1 July 2000 This exempiton was utilized up to the 
06/10 ftoancial stalements. but the exemptions have been implemenled retrospectively on 1 July 
2010. The balance on the financial statements whidi Is affected by this transitional provision is 
Property, Plant and Equtpman! and Reserves 

Residual values and estirnated remaining useful Irves have thus been implemented retrospectively 
in the current financial year The municipaiily has also accounted for the impairment of assets in 
terms of GRAP21, GRAP26 and IAS36 Impairmen! of cash-generating and non-cash-generating 
assets Assets have also been tested for rm payment Residual values and temaioing wsetuf lives 
will be reviewed annuaBy and rmpforti^nied prospectively henceforth 

3,4 Derecognition 

Items of Property, ptenl and equipment are derecognised when the asset is disposed of or when 
there are no further economic benefits or service potential expected from Ihe use of the asset The 
gain or loss arising on the disposal or reliremeni cf an item ol property, pJant and equipmeni is 
determined as ihe differ enoe between the sales proceeds and tha carrying valuefresidua! value 
and is recogntsed in the Statement of Financial Perlormanoe 
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WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POUCIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

4 INTANGIBLE ASSETS 

4.1 tnitial racognltion 

An intangibte asset m art Identifiable rtornmofietafv assol without physical substaitce. Eitamptes 
(Oduda computer GOftware. licenses, and development costs Tha municipality recognises m 
intangiWe asset in rts Statement of Financial Position onty when rt is probaWo that the eitpectw 
future eocinoiTik: benefits or aenrice potential that are attributable to the asset will flow to the 
muniapaUly and the cost or fair value of the asset can bo measured neliably 

tntemalty generated intangible assets am subjed to strict recognitton cnler^a before they are 
capitalized Research eKpenditure « never capitalized, while development eitoonditum is only 
capitalized to the extent that: 

* tile municipality intends to complele the intangibfe asset for use or sale, 

* rt IB technically fusible to complete the intangible asset; 

* the munidpalUv has the resources to complete the project, and 

* it IS probable that the muntaipaHty will receive future economic benefits or service potential 
Intangible assets am initially recognised at cost 

Where an intangible asset is acquired by the munlapality for no Of nominal consideration 0 ® ® 
non-o*change transaction), the cost is deemed to be equal to the fair value of that asset on the 
date acquired 

Where an intangible asset is acquired in exchange tor a non-monetary asset of monetary assets or 
a combination of monetary arto norwnonetary assets, the asset acquired is initially measured at 
fair value (the cost). If toe acquired item's fair value was r>ot deteminebte. Its deemed cost is the 
carrying amount of the asset(s) given up, 

4.2 S ubseq uent measu rement - cost model 

Intangible assets are aubsequentiy earned at cost less accumulated amoftisalion and irnpairments 
The cost of an intanfliWe asset is amortised over the useful life where that useful Ufa is finite 
Where the useful Me is indefinite, the assei is not anionised but is subject to an annual impairmenl 
test 

4.3 Amortisation 

Amortisation to charged so as to wnie off toe cost or valuation minus residual value of intangible 
assets over their esiimaled useful Iwes using the straight lit>e method The annual amortisation 
rates are based on toe following estimated aFVorage asset lives 

Years 


Computof software 3 to 2S years depending on the mdwidual 

review of each asset's useful life 


The residual values, amortization period and the amortization method for inlanglble assets with a 
finite useful life am reviewed at each reporting date and any char> 9 es are recognized as a change 
in accounting ostirnato In the Statement of FinanDal Performance 
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WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

4 INTANGIBLE ASSETS ^contint^ 

4J Amortiration 

The municipaitty test tnlangitHe assets ¥rtth finite useful irves for impairment where there is an 
Indication that an asset may be impaired An assessment of whether there is an indicatioo of 
possible impaimwit is done annuaiJy Where the canying arnouril of an item of iniangibte assets is 
greater than the estimated lecoverabte amourrt (or recowerabie service amount), if « written 
to its recoverable amount (or recoverabie service amount) and an impainnent loss is charged to 
the Statement of Financiar Performance. 

4.4 Derecog nltloh 

Intangible assets are derecognised when the asset is disposed of or whan there are no further 
economic benefits or service potential expected from the use of the asset The gam or loss arising 
on Ihe disposal or fetirement of an intangible asset it determined as ihe difference between the 
sales proceeds and the carrying vahie/resklual value and » recognised in the Statement of 
FmoriGal Performance 


5 NON-CURRENT ASSETS HELD FOR SALE 

6.1 Initial recognition 

Non-current assets and disposal groups are classified as held for sale if their carryi^ arrmunt will 
be recovered through a sale transaction rather than through continuing use. This condition is 
regarded as met only when the sale is highly probable and the asset (or disposal group) is 
available For immediate sate in its presant condition. Management must be committed to the sale, 
which should be expected to qualify for necognition as a completed sate wiltiin one year from the 
date of classification 

5.2 Subsequent measurement 

Norr-current assets held tor sate (or disposal group) are measured at the tewer of carrying amount 
and fair value less costs to sell. 

A norvcunem asset is not depreciated (or amortised) white it is classified as held for sate, or while 
it IS part of a disposal group classified as held for sale 

The murncipality has taken advantage of the transittensl provisions provided m GRAP 100 Non- 
Current Assets Held for Sate whereby In terms oi Section 45 of GRAP 100 provtsmns of the 
standard was applied prospectively’ The balance on the financial statements which is affected by 
the transitional provision is Non-Corrent Assets Held for Sate. 


e INVENTORY 

6,1 Initial recognition 

Inventories compose current assets hold for consumption during the ordinary coarse of business 
Inventories are inltiaHy recognised at cost Cost generally refers to the purchase price, plus taxes 
transport costs and any other costs m bringing the invenlofies to their current location and 
condition 


WATERBERG DISTRICT MUNICIPALITY 

ACCOUNTING POLICIES OF "mE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR 
ENDED 30 JUNE 2011 

6 INVENTORY (eonttmm 

6.2 Subsequent meftsurement 

Inventories. consisUng of consomaWes ore valued al the lower gt cost and net realisable value 
Reduncianl and slow- moving inventories are identified and written down in this way Differences 
arising on the valuation of inventory are recognised in the Statement of financial Performance in 
the year in which they arose. The amount of any reversal of any wnte-down of inventories arising 
from an Increase in net realisable value or cynent replacement cost a recognisod as a reduction in 
Ifie amount of inventories recognised as an expense in the period in which the reversal occurs 

The canying amount of inventones Is recognised as an expense In the period that the inventory 
was sold, distnbuted. written off or consumed, unless that cost qualifies for caprtalisatKin to the 
<^sl of another asset 


7 FINANCIAL INSTRUMENTS 

7.1 Initial recognition 

Financial instruments fire (nrtiaWy recognized at fair value 

7.2 Subsequent meuurement 

Financial Assets are categorised according to their oature as either financiel assets at fair value 
through profit or loss. hekJ-to matunty, loans and rocervabl^, or available for sale. Financial 
llabililies are categorised as either at fair value through profit or loss or financial liabilities carried at 
amortised cost pother"). The subsequent measurement of financial assets and liabiJrties depends 
on this categorisation and is in accordance with GRAP 104, IAS 36, IAS39 and IFRS7 

HekHo-matunty investmnts are nooKterivafive financial assets with fiKed or determinable 
payments and a fixed matunty that the municipality has the positive intention and ability to hold to 
maturity The investments are disclosed as HelcHo-inaluoty mvestmerits which are subsequentty 
measured at amortised cost 

Loans and rooervafifesaie noTMterivative financial assets wrth fixed or determinable payments that 
are not quoted in an active marttet They are included in currant assets, excepl tor matuntles 
greater than 12 months after the baiacce sheet dale. These are classified as norvcwreni assets. 

Amortised cost is calculated using the effective interest method 

7.3 Investments 

Irwestments. which Indude fixed deposits and shortTerm deposrts invesied in registered 
commercial banks are categorised as either held^tO'matunty where the criteria for that 
categorisation are met. or as loans and reoetvables. and are measured at amortised cost Where 
investments have been impaired, the carrying value is adjusted tiy the impairmeni loss, which is 
recognised as an expense in the period that the impairment is identified. Impairments are 
calcutated as being ttie ditferenoe tetween the carrying amoynt and the present value of Ihe 
expected Mure cash fiovre flowing from the Instrument On disposal of an investment, the 
difference beiweer) the net disposal proceeds and the carrying amount is charged or credited to 
the Statemeitt of Firrencial Performance 
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